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OATH OR AFFIRMATION

__Anthony L. Arnerich : ‘ - ; swear (or afﬁrm) that, to the

best of my knowledge and belief the accompanymg financial statement and suppomng schedules pertalmng to the firm of
AM & A Securltles, Inc. v ‘ ,

» L : : as of

December 31 _, 2001 . are true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, principal ofﬁcer or director has any propnetary interest in any account classified soley as that of
a customer except as follows:
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Notary Public

This report** contains (check all apphcable boxes)
(a) Facing page.
(b) Statement of . Fmanc1al Condmon
(¢} Statement of Income (Loss).
. (d) Statement of Changes in Financial Condition.
. (e) Statement of Changes in Stockholders’ Equity or Partners or Sole Propnetor s Capltal
(f) Statement of Changes in L1ab111txes Subordinated to Claxms of Credxtors
(g) Computation of Net Capital
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or control Requirements. Under Rule 15¢3-3.
() A Reconciliation, including appropriate explanation, of the Computation of Net Caplta.l Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requu'ements Under Exhibit A of Rule 15¢3-3.
(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-

solidation. ,
() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.
(n) A report describing any matena.l 1nadequa01es found to exist or found to have emsted since the date of the previous aud1t

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).



To the Board of Directors
AM&A Securities, Inc.
Portland, Oregon -

We have audited the accompanying balance sheet of AM&A Securities, Inc. as .of December 31,
.2001, and the related statements of operations and changes in stockholders’ equity and cash flows for
the year then ended, that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of
1934. These financial statements are the responsibility of the Company’s management. Our .
- responsibility is to express an opinion on these financial statements based on ctir audit. ‘

We have conducted our audit in accordance with generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether
- the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as
‘well as evaluating the overall ﬁnanc1a1 statement presentatlon We beheve that our audlt prov1des a
‘ reasonable ba51s for our oplmon

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of AM&A Securities, Inc. at December 31, 2001, and the results of its operations
and its cash flows for the year then ended, in confonmty with generally accepted accountlng »
principles. ‘ ,

Our audit was_conducted for the purpose of forming an opinion on the basic financial statements

‘taken as a whole. The information included in the ‘accompanying supplementary information is
presented for purposes of additional ‘analysis and is not a required part of the basic financial
statements, but is supplementary information required by Rule 17a-5 under the Securities and
‘Exchange Act of 1934. This information is the responsibility of the Company's management. Such
~ information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects when considered in relatlon to
the basic financial statements taken as a whole. '

¢

| | N

February 9, 2001



' AM&A SECURITIES, INC.

BALANCE SHEET
~ December 31,2001
* ASSETS
CURRENT ASSETS |
- Cash. ;

Commissions recelvable -
Prepaid expenses ‘

~ Total current assets

~ OTHER ASSETS
Deposits

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS’ EQUITY -

CURRENT LIABILITIES |
Accounts payable
Due to affiliate

Total current liabilities -

STOCKHOLDERS' EQUITY , _
Preferred stock — 8% cumulative; $50 par value 600 shares
- . authorized, issued and outstandmg , o
. Common stock — authorized, 1,000 shares of no par value;
issued and outstandmg 600 shares ‘
Retained earmngs

Total stockholders’ equity

TOTAL LIABILITIES
AND STOCKHOLDERS' EQUITY

See accompanymg notes
-4-

$ 56,246

25,629
885
82,760

_ 25155

s lorers

$ 50,230

149

51,726

30,000

125,000

. 1,189

__ 56189



* AM&A SECURITIES, INC.
STATEMENT OF OPERATIONS
~ For the year ended D¢0emb¢r 31,2001

REVENUES
-Commissions
Mutual fund service fees

"~ Total revénues -

OPERATING EXPENSES
.Comm1ss1ons '
Clearing charges ..
Education-and seminars
Insurance ]

Management fee.
Other expenses .
. Professional fees. -
‘Taxes and licenses
-~ Travel

_ | Total operating-expenses
Inpome before proVisiéns for income taxes
- ‘P‘rcSViSion‘ for income taxes -
NET INCOME

OTHER COMPREHEN SIVE INCOME NET OF. TAX
Unreahzed gain on securmes

TOTAL COMPREHENSIVE INCOME

See accompanylng notes ;
-5- &

S 516,662

- 287.003

803,665

436,432
175,549
1,295
1,181

176,500
488
. 3,000
1,578 .

1841

- __797.864

5,801

n (1.496)

4305

040 -



AM&A SECURITIES INC
STATEMENT OF ’

CHANGES IN STOCKHOLDERS' EQUITY
For the year ended December 31, 2001

Accumulated

: , o Other - . Total
Preferred Common  Retained -Comprehensive - Stockerholders' -
: v Stock. Stock Earnings Income . ___Equity
Balance at December - : : : :
31,2000 -~ $30,000 825000 - (3,180) §. (876) § 50,944 .
© Netincome R = 4305 - 4,305
Accumulated other - . » ‘ ‘ -
comprehensive income _ - - - 940 940
. Balance at December S ‘ o o O B ' - ‘
31,2001 - § 30,000 $ 25000 $ . 1,125 '8 64 $ 56,189

. See accompanying notes -
-6- :



AM&A SECURITIES, INC.
STATEMENT OF CASH FLOWS
For the year ended December 31, 2001

CASH FLOWS FROM OPERATING ACTIVITIES

Netincome - - | : " , ' $ 4305
Adjustments to reconcile net income to net cash : IR
“provided by operating activities:
(Increase) decrease in assets:

Unrealized gain R . | 940
Receivable S ’ A (6,755).
Deposits ‘ - - - (698)
'Due from affiliates - . 1579
- Prepaid ' : ‘ I SRR (885)

Deferred tax asset : , - o237

Increase (decrease) in liabilities: , . |
Accounts payable , : ‘ : (4,716)

- Dueto affiliate - ’ 4 ' s i 1.496
. NET CASH PROVIDED BY ‘ | , o

OPERATING ACTIVITIES -~ 1,503

| CASH, BEGINNING OF YEAR : o sam

© CASH, END OF YEAR R s 56,246

See accompanying notes
. R



~ AM&A SECURITIES, INC.
' NOTES TO THE FINANCIAL STATEMENTS
December 31 2001

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

- BUSINESS ACTIVITY - AM&A Securities, Inc. is engaged primarily in the sale of securities and
investment company stock in Oregon and Washington. The company was incorporated in the State
of Oregon in October 1991, ahd commenced operations as a broker/dealer in December 1991, when
it registered with the Securities and Exchange Commission (the "SEC") and obtained National
Association of Securities Dealers authorization, pursuant to the relevant provisions of the Securities
Exchange Act 0f 1934, as amended. AM&A Secunt1es Inc. is a wholly owned subsidiary of AM&A
- Holdings, Inc. (parent) .

CASH AND CASH EQUIVALENTS For purposes of the statement of cash flows, the Company
considers cash and cash equivalents to include all time deposits, money market accounts, repurchase
agreements and hi ghly liquid investments purchased w1th original maturmes of three months or less

- at the date of purchase. : ’

SECURITIES TRANSACTIONS Seeurity transactions and related commission revenue and
expense are recorded ona settlement date basis. Drfferences between trade date and settlement date,
if any, are not 51gnlﬁcant ‘

INCOME TAXES - The Company files a consolidated federal income tax return and a combined
Oregon excise tax return with its parent For financial statement purposes income tax expense is g
calculated on a stand-alone basrs

ESTIMATES - The preparation of financial statements in accordance with generally accepted -
accounting principles requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those estimates.

COMMISSIONS RECEIVABLE

Commissions recervable represent amounts owed. to the Company by its clearing agent Ragen
 Mackenzie, Inc. at December 31, 2001. Management of the Company believes all recelvables will
be collected and therefore no provision for doubtful accounts has been made.

 DEPOSITS.

The Company mamtams a $25 000 deposrt at Ragen MacKenzie, Inc. per a fully disclosed security
agreement. Balances may be used by Ragen MacKenzie, Inc. to offset any deficiencies, of which
none were -encountered, against:the deposit balance. The balance at December 31, 2001 was
$25,015. The agreement may be termlnated by either party, and all remamlng balances will be
refunded to the Company :



AM&A SECURITIES INC.

NOTES TO THE FINANCIAL STATEMENTS
December 31 2001 ' ’

RELATED PARTY TRANSACTIONS |

At December 31, 2001 the Company owed $1 496 to the parent company for current year tax

expense

Also see Manag'ementF' ee note

' PROVISION FOR INCOME TAXES

The provision for income taxes for the year ended.December 3 1‘, 2001, is as follows:

" Federal income taxes o o _ $ 1,113
State income taxes. . | SR c 383
Total income tax expense o L M

The company computes and records its income tax liability on a stand alone basis. If the Company o

were to pay these taxes, its liability at December 31, 2001, would be $1,496. However, the company

~ files a consolidated return in which taxable income may dlffer substantlally from the taxableincome
as shown in the Company s ﬁnan01a1 statements '

NET CAPITAL

. The Company is sub]ect to the Uniform Net Capltal Rule ("the Rule") adopted by the SEC which

requires the maintenance of minimum net capital to_be greater than 1/15th of the aggregate

- indebtedness or $5,000 under Rule 15¢3-1(a)(2). At December 31, 2001, the Company had net

capital and required net capital of $55,177 and- $5,000, respectiyely, and a ratio of aggregate

_indebtedness to net capltal 94 to 1., Net capital and required net capital may fluctuate on a daily

basis.

T MANAGEMENT FEE

On August 1,1993, the Company entered into a management agreement w1th its parent to pay for the
company’s proportlonate share of occupancy and administrative expense. The agreement requires a

- payment by the company of’ $7,500 a month, on a month to month basxs that can be cancelled by

either party with thlrty days notlce

The Company will also reimburse the parent for any additional office and utility costs as applicable.
The parent will bill the company $100 per hour for administrative and personnel services and will



AM&A SECURITIES INC

NOTES TO THE FINAN CIAL STATEMENTS
' December 31, 2001

pay all payrolltaxes’and employee insurance. :

Management fee expense under this agreement for the year ended December 31, 2001 was
$176 500. o

PREFERRED STOCK

* The Company’s preferred stock provides annual dividends, at a rate of 8% per share which are

cumulative and have priority over dividends on the common stock. Cumulative preferred dividends -
payable totaled $24,000 as of December 31, 2001, w1th $2 400 accumulated for the year then ended.

-10 -



SUPPLEMENTARY INFORMATION



AM&A SECURITIES INC

COMPUTATION OF NET CAPITAL UNDER RULE 15C 3- 1

December 31, 2001

NET CAPITAL:

‘Total stockholders’ equlty

Less nonallowable assets:

. Prepaid expenses
Deposits
Total nonallowable assets
' Net capital

- AGGREGATE IND“EBTEDNESSi
Total 1iabi1ities from balance sheet

COMPUTATION OF BASIC NET CAPITAL REQUIREMENTSf ‘

Minimum net capital required
Excess net capital |
Excess of cep.ital‘atI 000%
Ratio of aggregate 1ndebtednes‘s to' net cap1ta1 o
RECONCILIATION WITH COMPANY’S COMPUTATION
- Net capital, as reported in Company sPart [TA

(unaudited) Focus Report

Reductions to retamed earmngs for audit adJustments
primarily related to accrual adjustments

Net capital per above .

See accountant's report on supplementary information
212-

$ 56202

885

| 140

105

55,1

§ 57,560

. | (2.383)



' AM&A SECURITIES, INC.
EXEMPTION FROM RESERVE REQUIREMENTS

UNDER RULE 15C 3-1
December 31, 2001»

EXEMPTIVE PROVISIONS

"The Company is exempt from the prov1s10ns of Rule 15c3 2 under the Securities Exchange Actof
~ 1934, in that the Company's activities are limited to those set forth in the condltlons for exemption
appeanng in paragraph (k)(l)(u) in the Rule. ‘ ’

See accountant's report on supplementary information
Co-13-



INDEPENDENT AUDITORS’ REPORT ON INTERNAL ACCOUNTING CONTROL
‘ REQUIRED BY SEC RULE 17a-5

- To the Board of Directors
AM&A Securities, Inc.
Portland, Oregon

In plannmg and performmg our audlt of the ﬁnanc1a1 statements of AM&A Secuntles Inc for the
. year ended December 31, 2001, we considered its internal control structure, including control
activities for safeguarding securities, in order to determine our auditinig procedures for the purpose of
expressing our opinion on the financial statements and not to prov1de assurance on the internal
* control structure. : : : :

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission, we have made a
- study of the practices and procedures followed by AM&A Securities, Inc. that we considered
. relevant to the objectives stated in Rule 17a-5(g), in making the periodic computations of aggregate
indebtedness and net capital under Rule 17a-3(a) (11) and for determining compliance with the
exemptive provisions of Rule 15¢3-3. We did not review the practices and procedures followed by
the company (1) in making the quarterly securities examination, counts, verifications and
comparisons, and the recordation of differences required by Rule 17a-13 or (2) in complying with the
' requirements for prompt payment for securities under Section 8 of Regulation T of the Board of
Governors of the Federal Reserve System; because the company does not carry security accounts for ‘
customers or perform custodial functlons relating to customer securities.
The management of the Company is responsible‘ for establishing and maintaining an internal control
structure and practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected benefits
and related costs of internal control structure policies and procedures and of the practices and
procedures referred to in the preceding paragraph and to assess whether those practices and
procedures can be expected to achieve the Securities and Exchange Commission’s above-mentioned -
* objectives. Two of the objectives of an internal control structure and the practices and procedures
are to provide management with reasonable, but not absolute, assurance that assets for which the
“company has responsibility are safeguarded against loss from unauthorized use or disposition and
that transactions are executed in accordance with management’s authorization and recorded properly
to permit the preparation of financial statements in accordance with generally accepted accounting
‘principles. Rule 17a-5(g) lists add1t10na1 obJectlves of the practlces and procedures-listed in the
precedlng paragraph ‘ :



‘To the Board of Directors

AM&A Securities, Inc.

~ February 9, 2002

Page 2

Because of inherent limitations in any internal control or the practices and procedures referred to .
above, misstatements due to error or fraud may occur and not be detected. Also, projections of any
evaluation of internal control or of such practices and procedures to future periods are subject to the
risk that they may become inadequate because of changes in condrtlons or that the degree of -
compliance with the practices or procedures may detenorate :

Our consideration of the Company's internal control would not,necess,ar‘ily‘ disclose all matters in rhe‘
Company's internal control that might be material weaknesses under standards established by the
American Institute of Certified Publi¢ Accountants. A material weakness is a condition in which the
design or operation of one or more of the internal control.components does not reducetoa relatively
low level the risk that misstatements caused by error or fraud in amounts that wou]d be material in
relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. However, we

noted no matters involving the Company's internal control and its operation, including control

actlvrtles for safeguarding securities, that we consider to be material weaknesses as defined above.

We understand that practiCes and procedures that accomplish the obj ectives referred to in the second

* -paragraph of this report are considered by the Commission t_o'be adequate for its purposes in
- accordance with the Securities Exchange Act of 1934 and related regulations, and that practices and

procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
company’s practices and procedures were adequate at December 3 1 2001 to meet: the Commission’s-
objectives.

~ This report is intended solely for the information and use of the Board of Directors, management, the

Securities and Exchange Commission, the National Association of Securities Dealers, Inc., and other
regulatory agencies which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their
regulation of registered brokers and dealers, and is not intended to be and should not be used by

anyone other than these specified partles

u:buames—-x a Asssc., LLP

February 9, 2002
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